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THESE ARE TRYING TIMES FOR CSR 
(corporate social responsibility). Two 
decades after its conception, one senses 
among many a kind of fatigue, impa- 
tience, even despair about the limits of 
csr. A recent meta-study finds no evi- 
dence that CSR consistently yields positive 
returns to companies (Margolis et al. 
2008). Another asserts that CSR is des- 
tined to always live in the shadow of issues 
more central to market competitiveness 
and that the ‘[perceived] business case 
lives on, and is always about to be proven; 
but it never is, nor will be’ (Vogel 2008). 
In a similar vein, sceptics point to the 
inescapable reality that CsR is nothing 
more than smart management cloaked in 
the language of morality and ethics (Reich 
2007). 

‘Taken together, these perspectives yield 
a picture of CSR as a contingent move- 
ment, involving actions that will be under- 
taken only if the demands of priority 
stakeholders—namely investors and con- 
sumers—are concurrently met. It is time 


to think more systemically, beyond the 
boundaries of Csr, if business is to 
achieve the level of social contribution it is 
uniquely capable of making. 


Design obsolescence 


In historical perspective, CSR practices are 
but a modest diversion from the long 
march towards the dominance of capital 
interests in shaping the modern corpora- 
tion. Business leaders operate today inside 
a corporate design of ownership and gov- 
erning structures largely inherited from 
the r9th century. In that time, when 
nature offered seemingly unlimited 
resources, we had not yet confronted the 
ecological limits we face today. In that era, 
when labour meant interchangeable 
strong backs wielding hammers and 
picks, employee knowledge and capacity 
to innovate did not yet represent the foun- 
dation of competitive advantage. In that 


* Anearlier version of this paper was prepared for The Summit on the Future of the Corporation, Boston, 
13-14 November 2007 (www.summitzo20.0rg, accessed 15 January 2009). The authors gratefully 
acknowledge the contributions of the many Corporation 20/20 (www.corporation2020.0rg, accessed 
15 January 2009) participants whose insights and expertise helped shape the arguments in this paper. 
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time of hands-on ownership by company 
founders and direct investors, it was 
impossible to imagine today’s environ- 
ment of dispersed and passive sharehold- 
ing, where ownership shares are traded in 
nanoseconds. 

While these elements inside and out- 
side the corporation have changed dra- 
matically, surprisingly little has changed 
in the design of corporate forms. The 
dominant ethos retains a focus on short- 
term benefit to ‘owners’, regardless of how 
remote, passive or transient they may be. 
Within this narrow purpose, we struggle 
to fit contemporary concerns. 

Consider how corporate design chal- 
lenges play out in the competing demands 
faced by corporations: 


» In the wake of the financial crisis in 
late 2008, the US government in- 
vested US$188 billion in the nation’s 
largest banks, in the hope that they 
would resume lending. But most have 
not done so. In the three months end- 
ing 30 November 2008, new loans to 
large companies actually declined by 
nearly 40% from the previous three 
months. In the absence of any man- 
dates to increase lending—which were 
never made explicit—the banks have 
followed their traditional aim: to pro- 
tect their own interests, which means 
hunkering down and disregarding 
the public good 


» Companies such as Nike, Disney and 
New Balance have sought to create 
protection for workers in their over- 
seas supply chain. Yet these compa- 
nies send mixed messages. Their 
codes of conduct tell suppliers to run 
safe workplaces and pay fair wages, 
while their purchasing managers in- 
sist on low-cost products delivered on 
highly demanding schedules. Resolv- 
ing this contradiction is an issue of 
corporate design, of how to bring 
social issues from the periphery to the 
core of company concerns 


> BP's reputation as a responsible com- 
pany was blemished in 2005 with the 
death of 15 people and injury to 180 in 


an explosion at the Texas City Refin- 
ery, Texas, after the company decided 
to reduce costs by skimping on main- 
tenance. The company has not re- 
solved its central design challenge: 
how to structure decision-making to 
give priority to long-term safety in- 
stead of short-term cost-cutting aimed 
at increasing earnings and share price 


Banks unwilling to serve the public inter- 
est despite public funding, well-inten- 
tioned but ultimately ineffective factory 
auditing, under-funded maintenance at 
an oil company: these seemingly disparate 
problems are symptomatic of something 
deeper. That something is an invisible 
issue—a problem that has had no name, 
that remains absent from the dialogue of 
CSR sceptics who are loud on problem def- 
inition but quiet on solutions, That issue 
is the design of the organisation. 


A new public idea; corporate 
design 


Corporate design is the missing business 
and public policy issue of the day. It is con- 
nected to countless other major issues: the 
working poor, the shrinking middle class, 
wealth concentration, the ecological crisis. 
We can no longer deal with these as sepa- 
rate and unrelated. We face today an his- 
toric moment when a fragmented, reac- 
tive approach to CSR must give way to a 
systemic and structural approach com- 
mensurate with the expanding impact of 
the modern corporation. 

Corporate design is about the purpose 
of the firm, and about the systems and 
structures that give life to that purpose 
(Kelly and White 2007). It's about a nar- 
row purpose inherited from the 19th cen- 
tury that is increasingly outmoded in the 
21st century. It’s about the obligations a 
company has to those affected by its activ- 
ities. Ina tangible sense, corporate design 
is about creating parity between social and 
financial considerations, both in external 
accountability and internal operations. 


JCC 33 s 


FROM CORPORATE RESPONSIBILITY TO CORPORATE DESIGN: RETHINKING THE PURPOSE OF THE CORPORATION 


Most people assume, without explana- 
tion, that profit-making and shareholder 
value are the corporation's inviolable 
core—something akin to natural law, like 
gravity or thermodynamics. They are not 
to be subject to fundamental change, only 
modulated with piecemeal approaches 
aimed at specific harms. Contemporary 
CSR is simply the latest expression of this 
fragmented approach. 

Corporate design has never been sub- 
ject to the processes essential to building 
any governing institution, the processes 
by which governing frameworks have 
been forged in democratic nations the 
world over. Such processes—whether in 
the US, European Union, Japan or South 
Africa—share two commonalities. The 
first is a foundation of shared principles 
built through a political process, some- 
times peacefully, sometimes through 
strife. The second is a set of operating ele- 
ments that translate principles into insti- 
tutional designs. It is time that we begin a 
similar kind of public process, focused on 
corporate design. 

Principles related to corporate conduct, 
of course, have existed for many years. 
These include the OECD Guidelines for 
Multinational Enterprises and Principles 
of Corporate Governance, and the UN 
Global Compact Principles. Yet none of 
these explicitly deals with corporate pur- 
pose. Indeed, frameworks such as the 
Principles of Corporate Governance are 
largely captive to the shareholder-centric 
view of the corporation that lies at the root 
of the shortcomings we face today. 
Strengthening shareholder rights is, at 
best, an uncertain pathway to a new cor- 
porate architecture honouring multi- 
stakeholder rights. 

We can’t solve the problem of corporate 
design using past approaches to reform. 
We can't solve it by listing every possible 
harm or every positive contribution and 
then writing laws to prohibit or mandate 
specific corporate actions. We can't solve 
it by having corporations devote 1% of 
profits to philanthropy, or by incentivising 
piecemeal CSR initiatives. The inadequacy 
of such approaches is what makes neces- 
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sary the deeper approach of corporate 
design (White 2006). 

All those connected to corporations are 
caught in corporations’ inadvertent de- 
sign—investors and executives as much 
as employees and citizens. But our current 
choices are not immutable. They can be 
changed through a combination of organ- 
isational choice, legal reform and public 
pressure. Intentional redesign can build 
equitable and resilient organisations com- 
mitted to long-term wealth creation for the 
benefit of employees, communities, the 
environment and investors. By ratcheting 
down the speed of speculation, a new cor- 
porate architecture can help investors 
escape the bone-rattling roller coaster of 
stock market volatility, bringing lower risk 
and more reliable long-term returns. 
Reducing capital pressure can enhance 
environmental and social performance, 
directing corporate decision-making in 
ways that avoid growth at any cost and 
abuse of ecological and human assets. 

Alternative company designs are 
already functioning at many successful 
companies. Novo Nordisk, the Danish 
pharmaceutical company with revenues 
of €6 billion, is publicly traded yet owned 
by a foundation, allowing it to focus on its 
primary mission of defeating diabetes. 
Organic Valley, one of the largest organic 
brands in the USA with US$335 million in 
revenue, is a cooperative owned by the 
1,200 farmers who produce its products. 
GrupoNueva in Santiago, Chile—a US$1.7 
billion holding company founded by 
Stephan Schmidheiny, founder of the 
Business Council for Sustainable Devel- 
opment—is owned by the VIVA Trust, 
charged in perpetuity with maintaining 
the firm's vision and values. The John 
Lewis Partnership—the largest depart- 
ment store group in the UK, with US$9 bil- 
lion in revenue—is 100% owned by its 
employees, and its stated purpose is serv- 
ing the happiness of its employees. Alter- 
native architectures work. 
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Principles of redesign 


As our culture begins a dialogue aimed at 
shifting the predominant corporate archi- 
tecture, we will encounter many choices. 
Design principles can provide a beacon. 
We can find comparable principles in the 
Us Bill of Rights, the proposed European 
Union constitution, and the UN Universal 
Declaration of Human Rights, which are 
foundational principles that describe gov- 
ernment's responsibilities to its citizenry. 

In that spirit, Principles of Corporate 
Design have been drafted by Corporation 
20/20, an initiative founded in 2004 asa 
multi-stakeholder process involving some 
350 participants from business, finance, 
government, labour, law and civil society.’ 
Its mission is to envision and advocate 
new corporate designs that embed social 
mission into the heart of organisations. 
Six principles form the pillars of the Cor- 
poration 20/20 vision: 


» Principle 1: Purpose. The purpose of 
the corporation is to harness private 
interests to serve the public interest 


» Principle 2: Capital. Corporations shall 
accrue fair returns for shareholders, 
but not at the expense of the legiti- 
mate interests of other stakeholders 


» Principle 3: Sustainability. Corpora- 
tions shall operate sustainably, meet- 
ing the needs of the present genera- 
tion without compromising the ability 
of future generations to meet their 
needs 


» Principle 4: Wealth. Corporations shall 
distribute their wealth equitably among 
those who contribute to wealth cre- 
ation 


» Principle 5: Governance. Corporations 
shall be governed in a manner that is 
participatory, transparent, ethical and 
accountable 


» Principle 6: Polity. Corporations shall 
not infringe on the right of natural 
persons to govern themselves, nor 
infringe on other universal human 
rights 


Prognosis 


Creating new corporate architectures 
rooted in principles such as these does not 
depend solely on internal corporate initia- 
tives, government mandates or civil soci- 
ety pressures. Only a combination of the 
three will work. Instead of the polarising 
lens of mandatory versus voluntary initia- 
tives, there is a pathway that can be called 
‘facilitated internalisation’. In this model, 
standards are set by government, flexible 
compliance is undertaken by corporations 
and vigilance is provided by civil society 
empowered by formal access to decision- 
making. 

Approaches such as these, based on a 
compelling new vision of corporate pur- 
pose, can point the way to transformed 
corporate design. The ultimate aim is to 
release the unparalleled capacity of the 
corporation to create long-term wealth, 
and to contribute to the great challenges 
of sustainable development that lie ahead. 
This is the design imperative of the 21st 
century. 
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